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 CALIFORNIA ALTERNATIVE ENERGY AND  

ADVANCED TRANSPORTATION FINANCING AUTHORITY 
 

Consideration of Tesla Motors, Inc.’s Request to Approve a Time Extension for the Three 
Year Initial Term of the Title Conveyance Agreement 

 
Tuesday, December 11, 2012 

 
Prepared By: Alejandro Ruiz 
 
Applicant – Tesla Motors, Inc. 
 
Location – Fremont (Alameda County), Palo Alto (Santa Clara County),  

       Hawthorne (Los Angeles County) and Menlo Park (San Mateo County) 
 

Industry – Electric Vehicle Manufacturing 
 
Project – Expansion of Electric Vehicle Manufacturing Facilities for New Production Lines 
 
Value of Project Equipment – $320,000,000 
 
Estimated Sales and Use Tax Exclusion Amount1 – $28,000,000 
 
Amount of Time Requested:  

 1 year, 13 days (December 31, 2013) for the Term of the Title Conveyance Agreement 
(4 years, 13 days from the Title Conveyance Agreement effective date) 

 
SUMMARY 
In October 2009, the CAEATFA Board approved a sales and use tax exclusion for Tesla Motors, 
Inc. (“Tesla” or the “Applicant”) for the purchase of $320,000,000 of project equipment for the 
expansion of electric vehicle and component manufacturing facilities for its Model S, Roadster, 
and powertrain components for Daimler AG (“Project”). This award was provided by 
CAEATFA under its Zero Emission Vehicles Policy, prior to the enactment of the SB 71 
Program in 2010.  
 
The Title Conveyance Agreement (“Agreement”) between CAEATFA and Tesla is a three year 
term Agreement during which Tesla must purchase 100% of the Project equipment. The three 
year term may be extended upon Board consideration and approval. As of November 26, 2012, 
Tesla has conveyed $219,396,829 (69%) of Project equipment.  
 
In October 2012, CAEATFA staff sent the Applicant a courtesy reminder of the end of the three 
year Agreement.  Tesla responded by requesting an extension of the Agreement to December 31, 

                                                 
1 As presented in the staff summary from October 28, 2009, equivalent to a sales tax rate of 8.75%. 
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2013 to accommodate a slight delay in the introduction of the Model S and thus the purchase of 
Project equipment (Attachment A). 
 
 
About the Applicant 

Tesla was incorporated in 2003 in Delaware and is headquartered in Palo Alto, California.  
Tesla designs, manufactures and sells electric vehicles and electric vehicle powertrain 
components.  Tesla’s products include the Tesla Roadster and the Tesla Model S sedan.  Tesla 
also sells electric powertrain components, including lithium-ion battery packs, to other 
automakers like Daimler AG and Toyota. 

 
Project Description  
 
The Project consists of three parts: expansion of the Tesla Roadster production, equipment for 
the manufacture of powertrain components for sale to Daimler AG, and equipment for the 
production of the new Model S sedan. Project facilities are located in Fremont (Alameda 
County), Palo Alto (Santa Clara County), Hawthorne (Los Angeles County) and Menlo Park 
(San Mateo County).  
 
Project equipment was used to expand production of the Roadster which was in production at the 
time of the 2009 Authority approval. Tesla has also used Project equipment to develop 
manufacturing facilities for the production and export of powertrain components that are sold to 
other vehicle manufacturers such as Toyota and Daimler AG. These vehicle manufacturers can 
leverage Tesla’s technology to create their own electric vehicles, thus increasing the availability 
of electric vehicles to the marketplace. The Project, however, is primarily focused on the 
production of the Model S sedan. This is currently Tesla’s flagship vehicle. Tesla estimates that 
it will manufacture approximately 20,000 vehicles per year. The Model S will also be exported 
to countries throughout the world; currently, Tesla exports products made in its California 
facilities to over 35 countries.  
 
 
Agreement Term Extension Request 
 
Tesla has requested that the Agreement be extended to December 31, 2013 due to a slight delay 
in the introduction of the Model S from late 2011 to June 2012; this delay pushed back the 
purchase of Project equipment accordingly. Further, the tooling and equipment is purchased by 
Tesla through installment agreements. With this method of purchase, Tesla does not acquire title 
of Project equipment until the final payment is made; without title, Tesla cannot proceed with the 
conveyance process with CAEATFA. Tesla anticipates it will make final payments on much of 
the Project equipment in the coming months, allowing it to proceed with the conveyance process.  
 
Tesla has utilized its Project equipment for the Model S production more efficiently than 
anticipated, resulting in purchasing Project equipment at a slower pace. However, Tesla plans on 
expanding the Model S line to accommodate the introduction of European and Asian variants 
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and additional Model S options.  Further. Tesla represents it plans on insourcing additional 
manufacturing activities.  As a result, Tesla still plans to utilize the full $320,000,000 exemption. 
Despite the slower roll out, Tesla represents it has been able to insource additional 
manufacturing activities to its Fremont plant, which has resulted in a greater amount of jobs than 
prior plans anticipated. Tesla estimates that it has added almost 2,000 jobs in California since the 
granting of the original Model S exemption. 
 
 
Staff Evaluation   
 
Tesla has indicated that the requested time extension will allow for the full purchase of Project 
equipment as approved on October 28, 2009. Extending the term of the Agreement will allow 
Tesla to purchase the remaining Project equipment as well as continue the expansion of 
manufacturing jobs and activity at its facilities. Based on the information presented, staff 
believes that extending the term of the Agreement is in the public interest and advances the 
purpose of the original award. 
 
 
Staff Recommendation 
 
Staff recommends that the Board approve Tesla’s request to extend the term of the Agreement to 
December 31, 2013 as it is in the public interest and advances the purpose of the original award.   
 
 
Attachments  
Attachment A: Tesla’s Letter Requesting Waiver (October 12, 2012) 
Attachment B: Staff Summary on October 28, 2009 
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A RESOLUTION OF THE 
CALIFORNIA ALTERNATIVE ENERGY AND ADVANCED TRANSPORTATION 

FINANCING AUTHORITY APPROVING A TIME EXTENSION FOR  
TESLA MOTORS, INC.’S TITLE CONVEYANCE AGREEMENT 

 
December 11, 2012 

 
WHEREAS, on October 28, 2009 the California Alternative Energy and Advanced 

Transportation Financing Authority (the “Authority”), a public instrumentality of the State of 
California, approved the Executive Director to execute a Title Conveyance Agreement 
(“Agreement”) for the purchase of $320,000,000 of Project equipment for Tesla Motors, Inc. 
(the “Applicant”); and 

 WHEREAS, within three years of the Agreement by the Authority, the Applicant must make 
all purchases of the total amount of Project equipment; 
 

 WHEREAS, the Applicant has requested an extension of the term of the Agreement to 
December 31, 2013, to address a delay in the launch of the Project’s Model S Sedan; and  
 

WHEREAS, extending the term of the Agreement will allow the Project to proceed and 
the State to receive the anticipated environmental and economic benefits that justified the initial 
approval of the Project in accordance with the law. 
 

NOW THEREFORE BE IT RESOLVED by the California Alternative Energy and 
Advanced Transportation Financing Authority, as follows: 

Section 1.  The Authority finds that it is in the public interest and advances the purposes 
of the Authority to extend the term of the Agreement to December 31, 2013. 

Section 2.  This resolution shall take effect immediately upon its passage. 
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Attachment A: Tesla’s Letter Requesting Waiver  
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Attachment B: Staff Summary at Board Approval  

 
CALIFORNIA ALTERNATIVE ENERGY & ADVANCED TRANSPORTATION 

FINANCING AUTHORITY 
BOND FINANCING PROGRAM 
Meeting Date: October 28, 2009 

Request for Resolution Approving and Authorizing the Executive Director to Execute a Title 
Conveyance Agreement with Tesla Motors, Inc. 

 
Prepared by: Brian Gorban 
Applicant: Tesla Motors, Inc. Amount Requested: $320,000,000 

 Application No.: 09-003 
Project 

Locations: 
1. 3500 Deer Creek Road, Palo Alto, 
Santa Clara County 
2. To Be Decided – Model S production 
facility, currently targeting Southern 
California locations  

Resolution No.: 
 

09-003 
 

 
Summary.  Tesla Motors, Inc. (“Tesla” or  the “Company”) requests approval of a resolution to 
enter into a Title Conveyance Agreement for an amount not to exceed $320,000,000 for the 
purchase of zero-emission vehicle manufacturing equipment. The Company requests that the 
California Alternative Energy and Advanced Transportation Financing Authority (CAEATFA) 
enter into a Title Conveyance Agreement under which the Company will convey title of 
equipment, tooling and other manufacturing equipment purchased directly from vendors to 
CAEATFA and CAEATFA will re-convey title of same back to the Company.  The Company 
believes the conveyance/reconveyance arrangement will enable it to avail itself of the benefits of 
the sales and use tax exclusion provided by California Revenue and Taxation Code Section 
6010.8. 
 
Tesla develops and manufacturers both high-performance all-electric powertrain components for 
automotive applications and fully-electric automobiles which fall under the classification of 
ZEV.  The Company plans to make significant capital investments for four project components:  
$238 million worth of equipment to establish California-based production of the Tesla Model S, 
$59 million worth of equipment to establish an advanced electric powertrain components 
manufacturing plant, $18 million will go under as unbudgeted equipment purchases, and $5 
million worth of equipment that the Company is considering for expanded California-based 
assembly of Tesla Roadsters.  
 
Applicant.  Tesla develops and manufacturers both high-performance all-electric powertrain 
components for automotive applications and fully-electric automobiles.  Its first product is the 
Tesla Roadster which is capable of traveling 244 miles on a single charge, while also 
accelerating from 0-60 mph in 3.7 seconds, and achieving a top speed of approximately 120 
mph.  The Roadster also consumes only a few pennies worth of electricity per mile, as opposed 
to its gasoline-powered competitors which can generate more than 15 cents per mile in fuel costs 
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alone.  The Roadster has been successfully commercialized, with over 800 units delivered to 
customers around the world.   
 
Tesla plans to introduce the Model S, a $50,000 sport sedan, by late 2011.  Additionally, the 
Company is actively deploying its technology in others applications, such as a commercial 
agreement with Daimler A.G. to supply electric battery packs for the electric version of 
Daimler’s Smart fortwo.   
 
Tesla was incorporated in Delaware in July 2003.  
 
The following individuals and entities own 3% or greater of the capital stock of the Company2:   
  
Elon Musk Trust 
Valor Equity Partners L.P.  
VantagePoint Venture Partners IV, L.P.  
Draper Fisher Jurveston Partners VIII, LLC  
Bay Area Equity Fund I, L.P. 
Technology Partners Fund VIII, LP  
Blackstar Investco LLC 
 
Legal Questionnaire.  Staff has reviewed the Company’s responses to the questions contained 
in the Legal Status portion of the Application.  No information was disclosed that raises 
questions concerning the financial viability or legal integrity of this applicant.   
 
Project Description.  The Company will be making significant capital investments for four 
project components.  The first and largest being approximately $238 million worth of equipment 
to establish California-based production of the Tesla Model S at a run-rate of 20,000 units per 
year.  The second component is approximately $59 million worth of equipment to establish an 
advanced electric powertrain components manufacturing plant in Palo Alto.  The third 
component is approximately $5 million worth of equipment that the Company is considering for 
expanded California-based assembly of Tesla Roadsters.  The fourth component is $18 million 
for unbudgeted equipment purchases.  
 
Tesla aims to produce powertrains for more than 40,000 vehicles per year, including the Model 
S, by 2013.  
 

                                                 
2 Not exhaustive due to existing confidential agreements. 
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The anticipated project and sales tax savings are listed below:   
 

Project Component 
Purchase Price 

(MMs) 
Tax 
Rate 

Sales Tax 
Savings 

Tesla model S Production $238,000,000 9.75% $ 23,200,000 
Powertrain Manufacturing Facility 59,000,000 9.25% 5,500,000 
Expansion of Tesla Roadster Final Assembly 5,000,000 9.25% 500,000 
Unbudgeted Equipment Purchases     18,000,000       9.25%     1,665,000        

Total $320,000,000  $30,865,000 
 
Note:  The Project costs reported in the application and shown here in staff’s report are estimated costs.  At the 
termination of the conveyance/reconveyance agreement a finalized project equipment list will be prepared detailing 
the value of the project equipment conveyed and reconveyed and detailing the actual tax benefit realized pursuant to 
Revenue and Tax Code Section 6010.8.  Variations from the costs shown in the application and in this report may 
occur prior to the closing due to increased costs of certain components of the Project from original estimates, and 
other reasons.  In addition, such costs may vary after closing due also to increased costs, as well as common design 
and equipment modifications during construction, differences in equipment due to future changes in law or 
regulation or for other reasons. 
 
Anticipated Timeline. The Tesla Model S is expected to go into production in late 2011.  The 
equipment purchases, totaling $320 million, are currently scheduled for $12 million in 2009, 
$208 million in 2010, and $100 million in 2011.  
 
Job Creation and/or Green Energy Benefits.  The Company represents the Project will 
generate the pollution control and environmental benefits described below. 
 
Job Creation.  It is estimated that these three projects will together create approximately 1,400 
full time jobs. 
 

Project 

Estimated full-time 
jobs created (ongoing 

production) 
Model S Production 980 
Powertrain Production 410 
Expanded Roadster Production     10 

Total 1400 
 
In addition, incremental job creation will stem from the full-time resources needed for a one-time 
facility upgrade and fit-out.  The Company estimates that at least 260 full-time employees will be 
needed for six months for the Model S Program, and at least 40 full time resources will be 
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needed for two to three months for the Powertrain Production.  The detail regarding job creation 
is provided below at the project level.  
 
Most of the job creation will occur in three categories: Powertrain Production, Model S 
Production, and incremental Roadster Assembly.  The Powertrain Production facility upgrade 
timeline is three months, during which an average of ten local construction tradesmen will be 
required daily on two shifts.  After the facility upgrades, the automation installation timeline is 
two months, during which time at least ten local tradesmen will be required on two shifts.  Once 
the facility becomes operational, assembly operations will proceed in two shifts.  Each shift will 
employ approximately 135 production workers, 20 facilities personnel, and approximately 50 
personnel in back office operations, totaling approximately 205 employees per shift.  This site is 
located in Palo Alto, CA.   
 
The Model S Production facility upgrade will have a timeline of six months, during which an 
average of 40 local construction workers will be required daily on two shifts.  After the facility 
upgrade, there will be a need for automation installation which also has a timelines of 
approximately six months, during which an average of 70 local tradesmen will be required daily 
on two shifts.  Once the facility becomes operational, assembly operations will proceed in two 
shifts.  Each shift will employ approximately 300 production workers consisting of 
approximately 60 facilities personnel, and a maximum of 130 personnel in back office 
operations.   
 
The final site has not yet been selected.  Two potential locations are in the area of Long Beach or 
Downey, CA.   
 
Finally, the Roadster is already in production, with final assembly currently occurring in Menlo 
Park, CA.  As the Company expands its retail footprint into new markets (both within the U.S. 
and abroad), they will increase domestic manufacturing activity to keep pace with demand. As a 
result, Tesla will expand and improve current California-based final assembly operations, 
contributing to at least ten incremental full time hires. These hires will range from vehicle 
technicians to factory managers.  
 
Air Quality.  The Company’s goal is to be a "green," no-waste company, and reuse and 
recycling are existing company policies. The manufacturing facility intends to incorporate LEED 
sustainable design principles in the retrofit of the existing building.  In addition, mitigation 
measures will be incorporated into the project to the greatest extent possible to address potential 
environmental impacts.  Such mitigation measures may include scheduling start and end times 
for the work shifts for off-peak hours, to avoid traffic impacts on local streets and freeways.  
Also, the Company is identifying the best opportunities to minimize emissions and waste as part 
of a comprehensive pollution prevention approach, including a life-cycle assessment of the 
facility’s physical plant, production processes and products.  In addition the Company will also 
use an innovative "powder painting" process at the facility that will be one of the most eco-
friendly systems in the world. Compared to a conventional automobile painting process, it will 
provide extensive environmental benefits, such as significant reductions in volatile organic 
compounds, greenhouse gas emissions, and the generation of hazardous wastes. 
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Energy Efficiency.  Since the Tesla Model S is an all-electric vehicle, its MPG estimate is based 
on AC Watt Hours per Mile, which is then converted to a Miles-per-Gallon Equivalent.  Using 
the Company’s proprietary electric vehicle model, the Model S sedan is predicted to achieve a 
255 MPG equivalent, which provides an 867% improvement over the 29.4 MPG efficiency 
achieved by the Model Year 2005 Midsize Sedan class of vehicles.      
 
Climate Change.  This project has the potential to abate over 5 billion kg of CO2 emissions 
cumulatively to 2020, with even further potential in the future years.  
 
The calculation on the next page assumes that the average vehicle is driven 15,000 miles per year 
and achieves 25 miles per gallon on average. Based on an estimated 260 g/km CO2 emitted for a 
gasoline-powered vehicle, an average of 109 g/km CO2 for a typical electric car (based on 
McKinsey research and IEA data on the global electricity generation mix by fuel), and the 
assumption that all vehicles (growing from current volumes of 1,000 to 40,000 per year at scale) 
produced with Tesla powertrains are used for at least 10 years.  
 

 
 
The result of the calculation shows that the annual CO2 emissions reduction surpasses half of a 
billion kg annually by 2016. Cumulatively, from 2010 to 2020, an estimated 5.5 billion kg of 
CO2 emissions is abated.  
 
Also, Criteria pollutants will be significantly reduced through the proliferation of Tesla electric 
vehicles, especially carbon monoxide (“CO”) and nitrogen oxide (“NOx”).  
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As the EPA reports, the largest source of CO emissions is On Road Vehicles, which accounted 
for almost 60% of all national CO emissions in 2002. By contrast, electricity generation for the 
entire country accounted for only 1% of the national emissions:  

 
It is clear from this data that electricity generation emits a negligible amount of CO. Therefore, it 
is safe to assume at the highest level that replacing an internal combustion engine with an electric 
powertrain eliminates the CO emissions associated with the original vehicle.  
 
In 2002, based on the assumption that the U.S. vehicle fleet was 200M vehicles, the estimated 
emissions of CO per vehicle was over 0.3 tons per year:  
 
Carbon Monoxide Emissions (tons) 62,957,908 
National vehicle fleet 200,000,000 

Estimated emissions per vehicle (tons) 0.31 
 
Using previous volume assumptions, the estimated reduction in CO emissions is almost one-half 
of a million tons cumulatively through 2020: 
 

 
 
Tesla vehicles will also greatly reduce NOx emissions as, according to the Company, the EPA 
has found that the annual NOx savings using electric vehicles compared to gasoline-powered 
ones are .03 tons of NOx per vehicle.  Looking at the table below, we see the abated NOx 
emissions would reach almost 50,000 tons cumulatively over the next 10 years:     
 

 
 
In addition, the criteria pollutants emissions abatement extends beyond use of Tesla’s vehicles to 
its actual manufacturing process. Tesla’s planned production facility will also significantly 
reduce NOx emissions relative to current vehicle manufacturing plants. These emissions come 
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primarily from the gas burners needed in the paint process. Tesla plans on using an innovative 
“powder paint” process that has a much lower environmental impact than typical automobile 
manufacturing. 
 
Specifically, under the assumption that the plant produces 20,000 units per year production of the 
Tesla Model S would emit 6 fewer pounds per day of NOx emission than a typical automobile 
manufacturing plant, eliminating almost 90% of associated emissions.   
 

 
 
Permitting and Environmental Approvals.  While the final site selection for the Model S is 
still underway, the Company’s application to the Department of Energy referred to a proposed 
facility in Long Beach, CA as the site of record.  This site is still under active consideration.  By 
the terms of the Title Conveyance Agreement, Tesla will be required to install, maintain and 
operate all Project equipment in compliance with all applicable local, state and federal laws and 
regulations. 
 
In regard to the Powertrain production facility, the site is designated for industrial use in Palo 
Alto, CA.  Neither a zoning change, nor amendment to the General Plan, is required.  The 
Expanded assembly of the Tesla Roadster is a very low-impact project from an environmental 
perspective.  Therefore, the Company will be able to comply with all environmental 
requirements whether this assembly takes place at its current location in Menlo Park or if it is 
relocated.  
       
Staff Recommendation.  Staff recommends approval of Resolution No. 09-003 and for an 
amount not to exceed $320,000,000 for Tesla Motors, Inc.  
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Resolution Approving and Authorizing the Executive Director 
to Execute a Title Conveyance Agreement With Tesla Motors, Inc. 

 
WHEREAS, the California Alternative Energy and Advanced Transportation Financing 

Authority (the “Authority”) has received the application of Tesla Motors, Inc., a Delaware 
Corporation (the “Corporation”), for financial assistance in the form of a 
conveyance/reconveyance of title agreement (the “Agreement”) regarding equipment, tooling 
and other manufacturing for the design, manufacture, technology transfer, production, assembly, 
distribution or service of zero emission vehicles in California and as more particularly described 
as the project in the Term Sheet attached hereto as Exhibit A and incorporated herein (the “Term 
Sheet”) (collectively, the “Project”); and  
 

WHEREAS, the Corporation has requested the Authority to enter into the Agreement 
transferring title of Project equipment with an estimated cost not to exceed $320 million over a 
period of three years; and 
 

WHEREAS, the Agreement will provide that the Corporation will, prior to any use of the 
Project Equipment transfer title at no cost to the Authority from time to time as purchases of 
Project Equipment are made and the Authority will then transfer title back to the Corporation 
without having taken possession of the Project equipment; and 
 

WHEREAS, the Corporation believes that this form of financial assistance will enable it 
to avail itself of the benefits of an exclusion from sales and use taxes relative to the Project 
Equipment pursuant to California Revenue and Taxation Code Section 6010.8; and 
 

WHEREAS, due to confidentiality agreements, the Corporation is unable at this time to 
provide CAEATFA with a complete list of entities with three percent or more ownership interest 
and has committed to staff to continue to work to provide a complete list; and  
 

WHEREAS, approval of the terms of the Agreement and authority for the Executive 
Director to execute the necessary documents to effectuate the Agreement is now sought; 
 

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and 
Advanced Transportation Financing Authority, as follows: 
 

Section 1.  The Project constitutes a “project” within the meaning of Public Resources 
Code Section 26003(g). 
 

Section 2.  The requested conveyance agreement constitutes “financial assistance” within 
the meaning of Public Resources Code Section 26003(e)(2). 
 

Section 3.   The Corporation is a “participating party” within the meaning of Public 
Resources Code Section 26003(f)(1). 
 

Section 4.  The proposed form of the Agreement between the Corporation and the 
Authority, as filed with the Authority prior to this meeting, is hereby approved.  The Executive 



Agenda Item – 4.C.1 
Application No. 09-003 

 

B-9 

Director of the Authority (the “Authorized Signatory”) is hereby authorized and directed, 
for and on behalf and in the name of the Authority, to execute, acknowledge and deliver to the 
Corporation the Agreement in substantially the form filed with or approved by the Authority, 
with such insertions, deletions or changes therein as the officer executing the same, may require 
or approve, and with particular information inserted therein in substantial conformance with the 
Term Sheet, such approval to be conclusively evidenced by the execution and delivery thereof.  
The Authority understands and agrees that pursuant to the terms of the Agreement, the 
obligations of the Corporation may, under some circumstances be carried out or assumed by a 
successor or assignee entity, or by an affiliate of the Corporation.  For purposes of this 
Resolution, an “Affiliate” means any person or entity which meets the definition of 
“Participating Party in the Act and controls, is controlled by or is under common control with, 
the Corporation, as shown by the possession, directly or indirectly, of the power to direct or 
cause the direction of its management or policies, whether through majority equity ownership, 
contract or otherwise. 
 

Section 5.  Each of the Authorized Signatories, acting alone, is hereby authorized and 
directed to do any and all ministerial acts, including (without limitation) the execution and 
delivery of any and all documents and certificates they may deem necessary or advisable in order 
to consummate the Agreement and otherwise effectuate the purposes of this resolution. 
 

Section 6.  The Corporation shall assure CAEATFA that all Project equipment 
conveyance pursuant to the Agreement shall be installed, maintained and operated in compliance 
with all applicable local, state and federal laws. 
 

Section 7.  The Agreement shall only apply to Project equipment that Corporation 
certifies will be installed, maintained and operated at facilities within the State of California. 
 

Section 8.  This Resolution is contingent upon provision of a complete list of entities with 
ownership interest of three percent or greater.  The adoption by the Authority of this Resolution 
for the Corporation shall not be referred to in any application before any governmental agency as 
evidence of the feasibility, practically or suitability of the Project or in any application for any 
required permission or authority to acquire, construct or operate the project. 
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